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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHMOND, DECEMBER 4, 2000
COMVONVEALTH OF VIRG NI A, ex rel .
STATE CORPORATI ON COMM SSI ON
Ex Parte, In re: Investigation
of the appropriate |evel of

intrastate access service prices
of Verizon Virginia Inc. CASE NO. PUC0D00242

ORDER ON PROPOSED SETTLEMENT

On August 8, 2000, Verizon Virginia Inc. ("Verizon
Virginia") and the Staff of the State Corporation Conm ssion
("Staff") filed a joint Motion to Approve Settlenment of Case
("Motion") in Case No. PUCO00003 and set forth a proposed
Settl ement Agreenent ("Agreenent") regarding intrastate access
services and prices relative only to Verizon Virginia.

Responses to this Mtion were filed on August 14, 2000, by AT&T
Conmuni cations of Virginia, Inc., and the Ofice of the Attorney
Ceneral, Division of Consunmer Counsel. On August 17, 2000, the
Heari ng Exam ner assigned to Case No. PUCO00003 entered a
Certification of Ruling to the Conmm ssion reconmmendi ng that the
Comm ssi on separate consideration of the Agreenent fromthe
ongoi ng proceedi ngs and establish a procedure for considering
comments on the nmerits of the changes in the access rates set

forth in said Agreenent and any issues related thereto.


http://www.state.va.us/scc/contact.htm#General

By Order dated Septenber 13, 2000, we established this case
to consider the Agreenent separately fromthe issues remnaining
in Case No. PUC000003.%! In that Order, we established a schedul e
for receiving cooments or requests for hearing on the Agreenent
and set aside the date of Novenber 7, 2000, for hearing evidence
if there had been a request for hearing. None was fil ed.
Comments on the Agreenent were filed by AT&T Commruni cati ons of
Virginia, Inc. ("AT&T"), the Association of Commrunications
Enterprises ("ASCENT"), and the Ofice of Attorney Ceneral's
Di vi si on of Consumer Counsel ("Consumer Counsel"). Verizon
Virginia filed reply comments.

ASCENT argues that the Tel ecomruni cati ons Act of 1996
requi res access rates to be "cost-based" and asserts that
"basi ng access charges on a negoti ated agreenent is inproper,
because there appears to be a direct correl ati on between
[ Verizon Virginia' s] actual costs and access charges." ASCENT
urges us to reject the Agreenent and resolve this matter in a
way "which would tie [Verizon Virginia' s] access charges to
costs."

We do not agree that the Tel ecommuni cati ons Act of 1996
i nposes any particular pricing scheme on intrastate access

charges. The original Conmmunications Act clearly delineated the
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areas subject to federal jurisdiction, i.e., interstate
comuni cati ons and services, fromthose renai ni ng subject to
state jurisdiction, i.e., intrastate communications and
services. The Act does require that certain network el enents be
provided to conpetitors of the |ocal exchange conpany at rates
based on cost, but use of network elenments is distinct fromthe
access service to be provided using those el enents.

AT&T did not suggest in its comments that federal |aw
obligated the use of any particular pricing schene and
recogni zed that the Conmm ssion may find just reason to set
prices at levels in excess of sinple costs. That conpany did
argue that the proposed prices contained in the Agreenent
represented, in its opinion, insufficient reductions fromthe
present |evel of access charges. AT&T proposed alternatives for
our consideration. It first argued for an imedi ate reduction
of access rates to cost. Alternatively, it suggested we
establish the price for local switching at % cent per mnute,
rather than the 1 cent per mnute rate envisioned in the
Agreenment, either as of January 1, 2001, or in 1/10 cent
increnents beginning wwth a 9/10 cent per mnute rate January 1,
2001, and declining by an additional 1/10 cent per m nute each
year concluding at January 1, 2005.

Consuner Counsel's comrents focused on whet her the savings

to the interexchange carriers ("I XCs") from| owered access



prices woul d be passed on to their custoners in the form of

| owered rates. It noted that "Virginia consunmers will see any
benefit fromthis Agreenment only if the | XCs pass these
reductions along in the formof |ower rates on in-state |ong-
di stance calls." Consuner Counsel asks that any order approving
the Agreenent should "explicitly require the |IXCs, upon request
by Staff, to provide information docunenting whether, and the
extent to which, savings arising fromthe reduction in
intrastate switched access charges have been passed-along to
Virginia consuners.” Consumer Counsel notes, for exanple, that
the legislature in Texas enacted a statute requiring the pass-
t hrough of access charge reductions in that state and that the
Public Service Commssions in Illinois and Georgi a have al so
ordered such results.

Verizon Virginia' s reply coments di spute AT&T' s assertions
and proposal s and support Consuner Counsel's reconmendation that
we inpose requirenments on the I XCs to denonstrate the pass-

t hrough of any savi ngs.

NOW THE COW SSI ON, havi ng consi dered the docunents and
pl eadi ngs of record, the Agreenent, and the coments and reply
comments thereto, as well as the applicable statutes and rules,
is of the opinion and finds that the Agreenent is reasonable and

shoul d be approved. W find that the negotiated access price



reductions contained in the Agreenent are in the public
i nterest.

I n our Order establishing Case No. PUCO00003, we discussed
that factors other than cost al one would be considered in
establishing the proper |evel of intrastate access charges and
invited all interested parties to submt testinony and evi dence
as to any other factors the Conmm ssion should consider in
setting these prices. W agree with AT&T that Verizon
Virginia's access rates will, even as reduced, remai n above the
cost of providing this service. Fromthe outset of this
i nvestigation, the subject |ocal exchange carriers were required
to file cost studies so that the absolute floor of access prices
could be determ ned, but cost alone has been only one of the
factors for our consideration in setting access prices. For
exanpl e, revenues earned by |ocal exchange carriers from access
service reduce the pressure on those carriers for increases to
basi c | ocal exchange services.

The price reductions proposed in the Agreenent are
significant and substantial. Over a five-year period, Verizon
Virginia will halve the rate for swtched access. Over the
period of the Agreenent, this represents an estinated revenue
reduction to that conpany of $270 million, which it has agreed

will not be made up in the form of higher rates for basic |oca



exchange services. W find no conpelling reason to order
further reductions at this tine.

Correspondingly, we find no need at this tine to inpose
upon the I XCs any reporting requirements regardi ng the pass-
t hrough of savings they have realized fromthe ordered access
charge reductions. W have long relied upon market forces in
Virginia to establish prices for interexchange services and find
no evidence in the record here to suggest that that particular
market will fail to continue to provide its benefits to Virginia
consuners. Further, our notice order establishing this case did
not suggest that any such reporting obligation was under our
consideration. Anong the I XCs, only AT&T, which has committed
to pass-through savings to its custoners, participated in this
proceedi ng, and we are reluctant to inpose unforeseen regul atory
obligations upon carriers that m ght otherw se have been active
participants in this matter, particularly as the record
establ i shes no conpelling reason to do so.

Accordingly, IT IS ORDERED THAT:

(1) The Agreenent is approved and adopted in its entirety.

(2) Verizon Virginia shall forthwith file with the
Di vi sion of Commrunications tariff revisions effecting the access

price reductions contained in the Agreenent and approved herein.



(3) Verizon Virginia shall make tinmely tariff revisions to
ef fect each successive access price reduction contained in the
Agreenent and approved herein.

(4) There being nothing further to conme before the

Conmi ssion, this matter is di sm ssed.



